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A Warm Welcome to Our New Dean
The School of Business Administration is, of course, primarily engaged in 
the on-campus education of students. However, the School’s aspirations and 
goals extend far beyond the campus. The School seeks to train and prepare its 
graduates for increasingly responsible po­
sitions of leadership in a business environ­
ment that is growing in social, economic, 
and political complexity. As the sixth dean 
of the School of Business Administration,
Dr. Rudyard B. Goode will dedicate him­
self to these purposes when he takes of­
fice on July 1, 1969.
A native of West Virginia, Dr. Goode 
comes from the University of Missouri at 
Columbia, where he was Program Direc­
tor for Administration in the Research 
Center and a Professor of Finance in the 
School of Business and Public Administra­
tion. A t the banquet commemorating the 
Golden Anniversary of the University of 
Montana’s School of Business Administra­
tion and honoring the outstanding students 
of 1968-69, he told the students that the business community in particular and 
society in general looks to them and their peers for leadership in the year 
2000, a highly anticipated time about which there has been a lot of conjecture.
Many of the expectations for a new period of growth and leadership are 
now focused on our new Dean. The coming years will demand the best evi­
dence of successful development— progress toward building a school that 
will rank with the nation’s best. The M ONTANA BUSINESS QUARTERLY 
welcomes Dean Goode and wishes him great success in his new undertaking.
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From The
Director s Desk . .
The 1969-71 Interim 
Fiscal Affairs Study
WILLIAM D. DIEHL
The 1969 Montana Legislature passed a bill 
(Extraordinary Session House Bill No. 8) to pro­
vide funds for a study of the fiscal problems of 
the state and local governments. The funds 
($78,200) were appropriated for use by the Bu­
reau of Business and Economic Research at the 
University of Montana.
The purpose of the Interim Fiscal Affairs 
Study was specified in Section 2 of the Bill:
It is the intent of the legislature of the state 
of Montana that this study will be concerned 
with the fiscal problems of local government 
and state government in Montana. Its purposes 
will be to provide factual and analytical ma­
terial that clarifies what the Montana fiscal 
system is and the fiscal problems found. It will 
not provide recommendations regarding the 
type of taxation the state should use. The study 
will develop useful data and analytical mate­
rial upon which legislators and the governor 
and other political leaders can base their fis­
cal planning.
Some people wonder why the state is doing 
“another tax study.” The answer is, the state is 
not doing just another tax study; the Interim 
Fiscal Affairs Study is far more comprehensive 
than a one-shot study which very quickly be­
comes outdated and essentially useless. Such 
sporadic and disconnected efforts not only use 
money wastefully, but they cannot be pieced to­
gether in a meaningful way for the analysis and 
projection required for good legislative decisions
on fiscal matters. A continuous study of fiscal 
matters is also necessary because of the changes 
in Montana’s internal fiscal structure resulting 
from recent actions of the Federal Government. 
Changes in federal tax laws and grant-in-aid 
programs can change the revenue from state tax 
laws and expenditure requirements. In my judg­
ment, the legislature made a wise decision in or­
dering a study of the fiscal system during the 
1969-71 interim period. Widespread under­
standing of the fiscal system is necessary be­
cause fiscal stability is the basis of the effective 
carrying-out of governmental functions—and 
indeed the basis of government itself.
The 1969-71 Interim Fiscal Affairs Study will 
place considerable emphasis on local govern­
ment fiscal problems and policies. Each session 
of the legislature is bombarded with large num­
bers of proposals for changing and altering the 
revenue of local governments and their responsi­
bilities for providing services. A comprehensive 
investigation of local revenue and expenditures 
is necessary for wise legislative decision-making. 
As a result the Bureau will undertake a major 
effort to study the property tax and local ex­
penditure programs. We will also attempt to 
identify alternative new ways of financing local 
government expenditures.
Our study will not, however, ignore fiscal 
problems of the state government. We intend to 
analyze and provide information and data on
Pr- William D. Diehl is the Director of the Bureau of Business and Economic Research, School of Business Admin­
istration, University of Montana, Missoula.
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virtually every existing source of state revenue, 
with emphasis on the major ones. We will also 
identify and develop information on potential 
new sources of state revenue.
We also propose to give considerable attention 
to another category of problems in the 1969-71 
Interim Fiscal Affairs Study: intergovernmental 
fiscal relations. Financing the Public School 
Foundation Program involves both state funds 
(general fund and certain trust funds) and the 
local property tax. The level of property taxa­
tion locally depends heavily upon financial com­
mitments of the state general fund. Other as­
pects of fiscal relations between state and local 
government in Montana involve state assess­
ment of intercounty property, state-wide mill 
levies, and welfare grants. These fiscal interde­
pendencies must be identified and their implica­
tions carefully considered in the formulation of 
wise state and local fiscal policy.
There has been a great deal of publicity in 
recent months about federal tax reform. Con­
gress is receiving pressure for major revision 
of the federal individual income tax and the fed­
eral corporation income tax. The Interim Fiscal 
Affairs Study will attempt to identify the effect 
of these far-reaching proposals on Montana’s fis­
cal system. In addition to major federal fiscal re­
forms, large federal and state land holdings in 
counties and government projects requiring in­
fusion of large numbers of people carry fiscal 
implications that will affect local and state gov­
ernment.
The Bureau of Business and Economic Re­
search is pleased to have been chosen to carry 
on this important work for the state. We are 
hopeful that the knowledge this study provides 
can help bring about sound, up-to-date govern­
mental decisions during the coming years.
Montana Business Quarterly
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Montana and the 
PLOWSHARE Program - 
Benefits vs. Risks
Do Montanans Understand the Severe Implications 
of Nuclear Explosions? The Stakes Are Too High to 
Gamble on Inadequate Information
On January 31, 1969 the Daily Missoulian car­
ried an AP dispatch which described a visit to 
the state by several officials of the U. S. Atomic 
Energy Commission. According to the dispatch, 
two sites in southeastern Montana had already 
been selected for a possible earth-moving exper­
iment using nuclear explosives. The implica­
tions of such an announcement are far reaching, 
and were particularly interesting to me since I 
had recently attempted unsuccessfully to obtain 
information from our government concerning 
the movement of radioactivity from a “crater­
ing” nuclear explosion at the Nevada Test Site.
The news story also stated that the proposed 
explosions were part of the AEC’s colorfully- 
named PLOWSHARE program to develop 
peaceful uses for nuclear explosions. What this 
means to Montana has both encouraging and 
discouraging implications. And while Montana 
might possibly reap a few short-term benefits, 
possible deleterious effects on health and envi­
ronment as well as international treaty obliga­
tions, must be also taken into account.
On paper, the PLOWSHARE program seems 
to represent a hopeful indication that mankind 
will tame the atom for peaceful purposes. Such 
is the tenor of material published by the U. S.
Atomic Energy Commission dealing with 
PLOWSHARE.12 The successful carrying out of 
thermonuclear explosions by the U. S. and the 
U. S. S. R. in the early 1950’s implied that peace­
ful use of atomic energy was possible. Such ex­
plosions had significant advantages over those 
using atomic fission; they were cheaper, because 
the raw materials consisted of the relatively 
abundant hydrogen isotopes; there were fewer 
radioactive fission products to contend with; and 
yields were practically limitless. In the summer 
of 1957, after a meeting of interested scientists 
at the Lawrence Radiation Laboratory in Liver­
more, California, the Atomic Energy Commis­
sion established the PLOWSHARE program.
Before the ratification of the Limited Test Ban 
Treaty which forbade atmospheric tests, an un­
derground testing program had been initiated by 
the U. S., both for weapons testing and to per­
fect detection systems. So some information 
was available when the PLOWSHARE program 3*
3C. A. Gerber, R. Hamburger, and E. W. S. Hull,
PLOW SHARE (Oak Ridge, Tennessee: U. S. Atomic
Energy Commission, October, 1968).
*U. S. Atomic Energy Commission, PLOWSHARE Pro­
gram (Washington, D. C., October, 1968).
Dr. Meyer Chessin is Professor of Botany, Department of Botany, University of Montana, and a member of West­
ern Montana Scientists’ Committee for Public Information.
10 Meyer Chessin
was seriously undertaken. Since then, PLOW­
SHARE has detonated 29 devices.
Some of these explosions indicate the poten­
tial scope of this program. The first well-publi­
cized experiment of this program was Project 
GNOME in 1961. A nuclear explosive, with an 
energy yield equivalent to 3,100 tons of TNT, 
was detonated in a salt formation about 1,200 
feet below the earth’s surface, near Carlsbad, 
New Mexico. The stated objectives included the 
simpler and cheaper recovery of transplutonium 
isotopes in salt as compared to other rocks; the 
recovery of heat by pumping water into the hot 
cavity created by the explosion which they 
hoped would be a more discrete cavity than 
would be formed in “typical” rocks; the carrying 
out of a neutron physics experiment; the deter­
mination of the effects of shock pressures from 
5,000—120,000 times that of the atmosphere on 
samples of rock, mineral and organic material; 
and observation of the seismic effects in the 
varied geological environments of the Rocky 
Mountains and the Great Plains which bounded 
the site. As might have been expected, only the 
last of these five objectives was completely 
realized.
Another dramatic event was the SEDAN ex­
plosion of July 1962. This was a high-yield (100,- 
000 tons of TNT equivalent) attempt to produce 
a crater at the Nevada Test Site as a prototype 
of explosions which could be used for large-scale 
nuclear excavation projects such as the proposed 
sea-level Central American canal. The charge 
was placed 635 feet below the earth’s surface 
and produced a huge crater about 1,200 feet in 
diameter and 320 feet deep, with a volume of 
about 6.5 million cubic yards. Since such ex­
plosions inevitably produce atmospheric radio­
activity, the AEC stated that “most” of the 
radioactivity was deposited nearby. The Com­
mission also claimed that seismic effect hazards 
“seemed” to be limited to a distance of about 2.6 
miles from the crater.
Two other experiments, actually conducted 
by the Department of Defense for weapons test­
ing, resulted in valuable data for the PLOW­
SHARE program. In HARDHAT, in February 
1962, a 4.5 kiloton explosive was detonated un­
derground at the Nevada Test Site in granite, 
a type of rock frequently encountered in min­
ing operations. A chimney of crushed rock was 
formed near the surface, and 2,700 tons of
broken rock withdrawn as might be done in 
actual mining operations. The AEC reported no 
“hazardous” amounts of radioactivity.
DANNY BOY, a low-yield cratering explosion 
was carried out in basalt at the Nevada Test Site 
to determine crater characteristics in such a 
hard, dry medium and to investigate radio­
activity release. Again, only a small proportion 
of the radioactivity was reported to have been 
deposited beyond the blast site.
What are some other possible future uses of 
peaceful nuclear explosives? I have already 
mentioned the nuclear excavated sea-level canal 
near Panama as one possibility. A commission 
established to explore the feasibility of such a 
project is expected to report on December 1, 
1970. Much of the conversation I heard at the 
recent PLOWSHARE symposium in Las Vegas, 
Nevada (April 7-11, 1969) dealt with this sub­
ject.
Methods of recovering petroleum through 
nuclear blast have also been studied intensively. 
Where normal techniques are impractical—as, 
for example, when petroleum is in the form of 
a gummy tar, as in the Athabaska Tar Sands 
formation of Alberta, Canada—the heat of a 
nuclear explosive could possibly produce a more 
readily recoverable free-flowing liquid. Simi­
larly, oil shale could be broken by a nuclear 
explosive, and the oil recovered by retorting 
with heat from other sources either in place or 
after bringing the fractured shale to the surface.
I have already alluded to some mining appli­
cations. In general, nuclear explosives could also 
facilitate mining by removal of overburden, or 
by breaking ore bodies for mining or for leach­
ing of ore minerals in place.
Some gas fields are not economically useful 
because of the low permeability of the host rock. 
In cooperation with the U. S. Bureau of Mines, 
several oil and gas companies in Project GAS- 
BUGGY near Farmington, New Mexico, have 
demonstrated the possibility of using nuclear 
explosives to increase the permeability of host 
rock to facilitate gas recovery.
The control and conservation of water sup­
plies are other suggested uses of nuclear ex­
plosives. An interesting example of this would 
be to use nuclear explosives to connect the sur­
face with underground reservoirs. This would 
be particularly useful in dry areas where in­
frequent heavy rains are mostly lost to man’s
Montana Business Quarterly
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direct use because of rapid runoff and evapora­
tion. Connecting the Mediterranean Sea with 
several terrestrial depressions in North Africa 
could possibly be used to create considerable 
hydroelectric power in that economically de­
pressed region.
Other proposals have included the creation 
of dams in mountainous country by bringing 
down canyon walls.
Scientific applications could include the study 
of the effects of high pressures and tempera­
tures and of high intensity ionizing radiation 
on physical systems. Artificial elements such 
as einsteinium, element 99, and fermium, ele­
ment 100, have been produced in thermonuclear 
explosions. Other such uses would be the pro­
duction of significant quantities of scarce iso­
topes and new isotopes of heavy elements. Even 
where no permanent atomic change occurs, at 
the high pressures achieved by nuclear reac­
tions electronic shells of atoms are deformed 
and new properties frequently made evident.
Which of these uses of nuclear explosives 
might be specifically applicable to Montana?
Montana is not as arid as North Africa but 
for the summer-dry western portions of the 
state, instead of creating more surface dams 
which produce many conservation problems, 
the extensive snow melt could be channeled into 
underground reservoirs by nuclear explosives. 
Even the eastern portion of the state, which has 
more summer rainfall than the West, still gets 
a limited supply for most crops, and it too might 
benefit from such storage reservoirs. Our state 
tends to have a much higher natural gas to oil 
ratio in its petroleum deposits, suggesting the 
value of GASBUGGY type explosions. In east­
ern Montana, oil shales, although not as ex­
tensive as those in Colorado, might still be eco­
nomically utilized after the oil was volatized by 
nuclear means. In the Tongue and Powder River 
drainages of southeast Montana, extensive coal 
deposits exist which have great potential as 
raw material for a large petrochemical industry. 
The in-place chemical fractionation into useful 
organic by-products might be carried out by 
proper placement underground of a nuclear de­
vice. This would have the advantage of eliminat­
ing the need for the surface stripping which 
would be prerequisite to mining by conventional 
'methods. Strictly mining applications could be 
the more ready extraction of lead, zinc, gold, and
silver from low-grade deposits of the Butte 
type in the granite of the Philipsburg batholith, 
and of lead and zinc in hard quartzites scattered 
throughout western Montana and northern 
Idaho.
Officials of the Atomic Energy Commission 
visited Montana in January of this year ostens­
ibly in connection with the nuclear sea-level 
canal project. But even if the tests were to be 
made in southeastern Montana, they would 
probably have little bearing on Montana’s eco­
nomic development. Aside from that, what 
might be the potential hazards attendant upon 
large-scale use of this tool, should Montana be­
come seriously involved with PLOWSHARE?
If the Nevada Test Site has created problems, 
how much more likely are explosions in Mon­
tana to embarrass our government with respect 
to the Test Ban Treaty? Admittedly, this likeli­
hood can be minimized by avoiding cratering 
explosions. However, the tunneling technique 
which could be used in water conservation has 
not been practically explored. Escape of radio­
activity into the atmosphere in such an applica­
tion would probably be difficult to prevent. 
Even explosions carried out at great depths, 
and therefore more easily contained, can leak 
radioactivity into the atmosphere. For example, 
the GNOME experiment in the New Mexico salt 
dome, mentioned earlier in this article, vented 
to the atmosphere.3 Any venting in the state of 
Montana is highly likely to send radioactivity 
across the borders into Canada. A brief review 
of some of the difficulties which have already 
arisen in this regard may now be in order.
On December 8, 1968 in Project SCHOONER, 
our government exploded a nuclear device at 
the Nevada Test Site deliberately designed to 
produce a crater. The announced explosive force 
was equivalent to 35,000 tons of TNT, apparently 
the largest cratering explosion to date. Presum­
ably, this was in connection with the sea-level 
canal program to blast an alternate route be­
tween the Atlantic and Pacific, somewhere in 
Central America. Although some underground 
explosions are carried out at sufficient depths 
to practically eliminate the possibility of radio­
active contamination of the atmosphere, crater-
30 . R. Placak, Project GNOME Off-Site Radiological 





ing devices are placed much closer to the sur­
face, and inevitably produce atmospheric radio­
activity. This would certainly be the case for a 
35 kiloton cratering explosion. Since the U. S. 
is a signer of the Nuclear Test Ban Treaty, 
which not only prohibits testing in the atmos­
phere, but enjoins signatory governments from 
carrying out underground tests which result in 
radioactivity beyond its borders, can such proj­
ects be justified?
Almost immediately after Project SCHOON­
ER occurred, radioactivity showed up on moni­
tors set up in Salt Lake City. One measure of 
general radioactivity from many isotopes pro­
duced in such explosions is the total gamma 
radiation. In Salt Lake City, such counts were 
almost 200 picocuries per cubic meter of air per 
hour, which is one of the highest readings since 
the end of atmospheric testing.* The citizens 
of Utah were understandably concerned about 
such increased radioactivity, since they have 
been on the front line of radioactive fallout from 
the Nevada Test Site, beginning with the earli­
est atmospheric tests.
When I called a leading Utah radiobiologist, 
asking him whether he knew which way the 
radioactive cloud from SCHOONER was headed, 
he thought it unlikely that much fallout would 
reach Montana. However, a U. S. Public Health 
Service official reported to me that the read­
ings in Helena, Montana, shortly after those 
made in Salt Lake City, were almost as high as 
in the latter city.
The AEC, however, had informed a Helena 
newsman that the radioactive cloud had dis­
persed uniformly in all directions from the test 
site, which would have resulted in much lower 
readings than those found in Helena. In point 
of fact, Helena is only 150 miles from the Canad­
ian border, and the Limited Nuclear Test Ban 
Treaty, to which the U. S. is a signatory, pro­
hibits carrying out nuclear tests which result in 
radioactivity beyond the borders of the testing 
nation. When I raised this question with Dr 
Donald Hornig, then Science Adviser to Presi-
r l Ly*nd0n B- Johnson> the annual meeting 
of the American Association for the Advance-
*A picocurie is equivalent to 3.7 radioactive disinte­
grations every 100 seconds.
ment of Science in Dallas, Texas, in December 
1968, he minimized the likelihood that any 
radioactivity reached Canada, although he ad­
mitted that “. . . Helena is getting close.” That 
there was cause for concern was subsequently 
confirmed by several news stories such as those 
in the New York Times of January 10, and the 
San Francisco Chronicle of January 9, 1969, 
based upon the efforts of some enterprising 
newsmen who elicited from Canadian authori­
ties the information that radioactivity consider­
ably above background levels showed up on 
monitors in eastern Canada several days after 
the Helena increase. The designation of this as a 
“technical” violation, because of the relatively 
low levels is hardly deserving of comment.
That Mexico also may be involved occasion­
ally in such violations is not surprising, in view 
of its proximity to the Nevada site. In reply to a 
query of mine about the high radioactivity oc­
casionally reported from Mexico, the Director of 
the Mexican Nuclear Energy Commission stated 
that especially after an underground explosion 
in Nevada in January 1968, radioactivity ap­
peared in Mexico. A request from me for more 
detailed information has produced no reply, ap­
proximately a year after the request.
Another likely violation of the Nuclear Test 
Ban Treaty is associated with a large under­
ground explosion called LONGSHOT which was 
carried out by the U.S. on Amchitka Island in 
the Aleutians on October 29, 1965. Several years 
later, I attempted to learn if any adverse effects 
had been caused by LONGSHOT, but many dif­
ficulties beset a nongovernment scientist who 
attempts to obtain information about the results 
of such tests.
In a letter dated September 17, 1968,1 was in­
formed that the U.S. Public Health Service 
monitored this explosion but that no radioactivi­
ty was released. Perhaps this was true for the 
atmosphere, but writing in the Audubon Maga­
zine for November-December 1968, Mr. George 
Laycock, in describing a visit to the island, says 
he was told that some radioactivity was released 
into the surrounding waters. Because of the 
strong likelihood that at least some of this ra­
dioactivity would have moved beyond our terri­
torial waters, at least a “technical” violation of 
the Test Ban Treaty undoubtedly occurred.
It also seems likely that the Soviet Union has
Montana Business Quarterly
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conducted some underground tests which have 
resulted in radioactivity beyond its borders.4
The official silence on the part of both govern­
ments seems to be an ominous indication that 
they may be ignoring the Test Ban Treaty. In 
view of the strenuous efforts made to obtain this 
treaty, and the importance for mankind that the 
two major world powers live up to their treaty 
obligations I trust that both will adhere more 
strictly to the treaty in the future.
Aside from these political considerations 
(which should not be minimized), what of the 
general problem of radiation safety? Without 
going into a lengthy consideration of the biologi­
cal effects of radiation and of “safe,” “permissi­
ble,” or “maximum” doses of radiation to the 
population established by various public health 
agencies, I should emphasize that the consensus 
of biological opinion now is that there is no 
threshold dose of radiation below which no bio­
logical effects can be expected. This is certainly 
true for genetic effects;5 and is very likely to be 
true for nongenetic effects as well.6 Any addi­
tional radioactivity in the environment, includ­
ing food and water supplies, should be a cause 
for concern.
Research is still going on, for example, to de­
termine whether thyroid nodules of children in 
St. George, Utah, who were exposed to fallout 
during atmospheric testing in the 1950’s, may 
have been induced by abnormally high radio­
activity.7
Although the risk to health from underground 
testing may be generally small, it is finite, and 
such risks must be weighed in the balance 
against the purported benefits of the nuclear 
application. For example, Project GASBUGGY 
carried out on December 10, 1967 in the San 
Juan Basin of New Mexico is the best example 
of an experiment designed to release natural 
gas from a low permeability formation. Appar-
4C. Hohenemser and M. Leitenberg, “A Comprehensive 
Nuclear Test Ban—Technical Aspects 1957-1967,” 
Scientist and Citizen, Vol. 9 (1967), p. 197.
BW. P. Spencer and C. Stem, “Experiments to Test the 
Validity of the Linear r—Dose/Mutation Frequency 
Relation in Drosophila at Low Dosage,” Genetics, 
Vol. 33 (1948), p. 43.
*D. Grosch, Biological Effects of Radiations, Chapter 2 
(Waltham, Mass.: Ginn and Blaisdell, 1965).
7E. W. Pfeiffer, “Hazards of Iodine—131 Fallout in 
Utah,” Norman Bauer Memorial Symposium, Science, 
Vol. 158 (1967), p. 397.
ently, the resultant radioactivity was complete­
ly contained, but the question arises as to 
whether the natural gas subsequently used 
would contain significant amounts of radioac­
tivity. One should also question the possibility 
of the radioactive contamination of underground 
water supplies. Of course, the latter would be a 
hazard in any underground explosion, regard­
less of its purpose.
That contamination of the natural gas, in such 
experiments as GASBUGGY, at least, is a strong 
likelihood is indicated by a paper presented at 
the recent PLOWSHARE Symposium in Las 
Vegas. In a paper entitled, “Exposure-Dose Re­
search for Radionuclides in Natural Gas,” D. N. 
McNelisand and R. G. Patzer of the U.S. Public 
Health Service’s Southwestern Radiological 
Health Laboratory listed four possible domestic 
sources of contamination when using gas de­
rived by this method.
1. The concentration of the radionuclides* in 
a gas-heated home.
2. The build-up of contamination on appli­
ances in the kitchen environment.
3. The concentration in foods as a function of 
nuclide, food type, and preparation.
4. The maximum exposure plausible under 
specified conditions.
Apparently, the natural gas associated with 
the GASBUGGY test was considered a radiation 
hazard, according to a statement made by Rich­
ard Hamburger of the AEC at the same Las Ve­
gas meeting. In answer to a question about the 
fate of the gas, he stated that it had been 
“flared” (presumably burned and released to 
the atmosphere). Although it is true that this 
may have rid the underground environment of 
most of the radioactivity, one must wonder 
what was the fate of the fadioactivity in the 
atmosphere.
Experience with Project SEDAN does not of­
fer much hope that the potential of PLOW­
SHARE will be realized. For example, it was al­
most 2 years after this test before personnel 
were permitted to return to the site for post-shot 
drilling. Only recently, seven years after the ex­
plosion, radioactivity at the edge of the crater 
was stated to be approximately .001 roentgensf 
per hour, and soil from the crater still had sig-
♦Radioactive elements.
fA  roentgen is a unit of ionizing radiation energy. 450 
roentgens will be lethal to one out of two adults.
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nificant concentrations of heavy hydrogen, Tri­
tium. Tritium (H3) is a biologically important 
isotope whose production is favored by crater­
ing explosions.
Although there are obvious advantages to 
navigation in a sea-level canal when compared 
to the complex locks system of the present canal 
across the Isthmus of Panama, the plan to ex­
cavate with nuclear means could cause many 
problems. These include the evacuation of the 
area’s inhabitants to avoid exposure to radioac­
tivity, the unpredictable biological effects of 
connecting the Pacific Ocean with the Carib­
bean, and limitations imposed by the Nuclear 
Test Ban Treaty. These and other aspects have
been comprehensively reviewed recently by 
Martell.8
Obviously, the practical use of nuclear explo­
sives holds great potential for Montana in view 
of our wealth of mineral resources, including 
water. However, because of the limitations im­
posed by the Test Ban Treaty, because of the 
many risks of radioactive contamination of food, 
water, fuel, and mineral products which may re­
sult from underground testing, and because of 
the record of lack of candor between the agen­
cies concerned and the public, it would seem 
wise for Montanans to enter very cautiously in­
to the PLOWSHARE program.
8E. A. Martell, “Plowing a Nuclear Furrow,” Environ­
ment (formerly Scientist and Citizen) Vol. 11 (1969),
p. 2.
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PATRICIA P. DOUGLAS
A Review of a New Boom 
in Marketing
Is franchising a successful means to 66own your
own?
For many years Americans have bought new 
automobiles and major appliances from fran­
chised dealers. Now, increasingly, they eat in 
franchised restaurants, buy goods such as mat­
tresses, hardware, and bicycles, and services 
such as income tax preparation, and life insur­
ance for pets from a franchised outlet. A recent 
issue of the Wall Street Journal reports a special 
franchise effort called “25 X 25 X2” directed 
toward minority groups; also the Small Business 
Administration has invited franchising com­
panies to participate in its “Project Own” pro­
gram, which was in full swing last fall. The fi­
nancial community became more conscious of 
franchising last year as stock issue after stock 
issue hit the market and many firms filed regis­
trations with the Securities and Exchange Com­
mission; some of these issues have been success­
ful while others have not, but investor interest 
has not been lacking in either case. Franchise 
consultants offering varied marketing services 
are springing up all over the world and they 
currently number over 50.
Seminar presentations on the procedural as­
pects of owning a franchised dealership have 
been crowded and books such as The Franchise
” A critical evaluation is needed
Boom by Harry Kursh have won fast acceptance 
and wide readership. In short, the topic of fran­
chising has been getting its fair share of atten­
tion from consumers, businessmen, investors, 
and educators. Yet, most people have very little 
knowledge of franchising as a method for mer­
chandising goods and services. There are few 
statistics available with which to judge the size, 
growth, profitability, and general status of 
franchising operations. Reports from franchise 
spokesmen are optimistic, while other indica­
tions suggest that the optimism is due mainly 
to the fact that these statistics always include 
the automobile industry, franchised gas stations, 
and sales of franchised soft drink bottlers—the 
well-established f r a n c h i s e  operations—thus 
making it impossible to evaluate the interest in 
and prosperity of the more recent and more 
specialty types of franchises. Furthermore, 
so many different franchise operations exist that 
it is even difficult to contrast them, as a group, 
with other retail outlets, let alone to appraise 
their effectiveness. Each franchisor has its own 
management philosophy, procedural require­
ments, and approaches to consumer appeal.
The apparent interest in franchising, along
Dr. Patricia P. Douglas is Assistant Professor of Finance, School of Business Administration, University of Mon­
tana, Missoula.
Mr. Rauf A. Khan is Editor of the Montana Business Quarterly.
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with the unavailability of statistical informa­
tion, raises some fundamental questions about 
this merchandising effort: What does the term 
“franchise” mean? What kinds of franchise deal­
erships exist and how do they differ from other 
retail outlets? What factors are to be considered 
when evaluating the potential of a franchise?
Franchising— A System 
of Merchandising
The term franchise marketing refers to a con­
tinual contractual relationship between a mar­
ket supplier—the franchisor—and a retailer—- 
the franchisee—in which the franchisee agrees 
to market the products and or services, utiliz­
ing the latter’s management know-how in the 
entire operation of his business. “It is essentially 
a system of distribution under which an indi­
vidually-owned business is operated as though 
it were part of a large chain, complete with 
trademarks, uniform symbols, design, equip­
ment, and standardized services or products.”1 
In contrast with the chain or discount houses, 
which are owned and operated by the parent 
company, a franchise is a coalition between sup­
plier and distributor in which the distributor is 
an “independent” businessman responsible for 
the operation and management of his retail out­
let.
Initially the term franchising referred mainly 
to products or line franchising where the retail­
er, under an agreement with the manufacturer, 
has an exclusive agency to distribute the manu­
facturer s goods. Service stations, consumer dur­
ables, such as automobiles, and industrial goods 
were the pioneers in this mode of distribution. 
Recently, however, franchise marketing has 
come to refer to the franchising of entire busi­
nesses where the retail dealer, for a considera­
tion, obtains from the manufacturer or whole­
saler a readily identifiable system of distribu­
tion m a specific geographic area and utilizes 
the marketing and management expertise, store 
layout, and trademark of the manufacturer or 
wholesaler.
Despite the fact that the franchise form of 
operation has been used in almost all types of
‘A. L. Tunick, “Are You Ready for Franchising,” Fr 
chising: Topic 18 (Washington, D. C.: Small Busk 
Administration, 1965) p. 36.
businesses, there are certain types of products 
and services which are more suitable than others 
to this form of marketing:
(1) A distinctive product with a readily iden­
tifiable trademark that has been promoted na­
tionally. Established products such as auto­
mobiles and appliances are included in this 
category.
(2) A product or a service which, since it is 
not specialized, would not be differentiated 
from other similar products if offered through 
normal retail outlets. Examples in this cate­
gory include ice cream, prepared foods and 
drinks, and special kinds of rug and upholstery 
cleaning.
(3) Distinctive products which require special 
handling or care. Produce, perishables, fragile 
items, constitute good examples in this cate­
gory.
(4) A product that demands dealer responsi­
bility for service and maintenance and carry­
ing of inventory parts. Automobile service and 
parts outlets, recreational products and serv­
ices, such as motels and restaurants fall under 
this category.
(5) Specialized services which are not easily 
obtainable through established educational in­
stitutions. Reading schools for poor readers, 
speed reading institutions, and computer pro­
gramming schools offer both education and 
self-improvement programs that are easily ac­
cessible to potential customers.
Just as there are types of products and serv­
ices which are more suitable than others to 
franchising, there seem to be modes of opera­
tion which best fit the franchise system: first 
is the manufacturer-retailer type where a re­
tailer franchises and handles a product or line 
of products from the manufacturer; the petrol­
eum and electrical appliance industries are 
examples of this type of operation. In the second 
type of operation, the products are channeled 
from the manufacturer to wholesaler, instead 
of to the retailer, and the wholesaler, in turn, 
serves the retail trade in a particular geographic 
area. The soft drink industry uses this type of 
franchise.
To compete with large corporate chains, inde­
pendent retailers have developed a third type of 
franchise organization by forming cooperatives 
which perform wholesale activities for its mem­
bers. Walgreen Drug and Certified Grocers are 
prime examples of the wholesaler-retailer type 
of operation.
The last and recently most popular type is the
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service-sponsor-retailer relationship where the 
franchise draws on the experience and proven 
services and/or products of a franchisor who 
provides him with a package program. The pro­
fusion of eating establishments such as Sandy’s, 
Taco Amigos, Burger King, and Griff’s Burger 
Bars, along with the increasing number of autp 
rental agencies are evidence of the popularity 
of the service-sponsor-retailer type franchise. 
In many cases this arrangement involves the 
use of a prominent personality’s name as a pro­
motional gimmick. Esther Williams, the movie 
star, endorsed a swimmng pool manufacturer 
about a decade ago and recently other public 
figures including Mickey Mantle, Minnie Pearl, 
Joe Namath, Roy Rogers, A1 Hirt, and Johnny 
Carson have joined food manufacturers and are 
establishing franchise firms throughout the 
country. Dr. Joyce Brothers is associated with 
a speed reading school, and even A1 Capp’s 
comic strip character, Li’l Abner, will be used to 
promote a new chain of franchised restaurants.
The Franchise Package,
Services and Requirements
Generally a franchise package contains mar­
keting, financial, personnel, and general man­
agement principles and procedures. Marketing 
management defines the target market and the 
retail mix. Variables such as site location, facili­
ties planning, leasing agreement, and area pro­
tection are included. Effective promotional ac­
tivities, both at the national and local level, are 
detailed to the franchisee and prepared promo­
tional materials are furnished at a reasonable 
cost.
Financial considerations, with special empha­
sis on financial aids and record keeping, form 
the financial management part of the franchise 
package. (Many small businesses go under be­
cause they don’t keep adequate records.) Since 
very few franchisees have the capital required 
to start the business, franchisors normally pro­
vide assistance with this initial financing. The 
type of financial support offered by the fran­
chisor varies widely; some franchisors require 
a down payment and then finance the balance 
themselves, some guarantee bank loans, and 
others offer alternate plans.
The personnel management component of the
franchising package includes formal training 
programs and on-the-job training sessions. 
Franchisors usually hold programs of this na­
ture in centrally located cities for a group of 
franchisees.
Still another component of the franchise pack­
age is general management. Various important 
factors including an operator’s manual contain­
ing detailed operating instructions, communica­
tion formats with prepared letters and bulle­
tins and consulting services to help in problem 
solving are included to aid the franchisee in the 
successful operation of his business.
In summary, the franchise package offers con­
siderable support in all areas of starting and 
maintaining a business; its also represents the 
practical adaptation of a dynamic marketing 
philosophy. Obviously franchisors are attempt­
ing to gain their share of the market through 
a coordinated and systematic organizational 
framework, one which may appeal to businesses 
which are too small or too poorly organized to 
compete in today’s environment. Depending 
upon the nature of the product and/or the serv­
ice, the franchise package offers an inexperi­
enced retailer a set of researched and proven 
practices and procedures which relieve him 
from the responsibility of making many criti­
cal decisions. Although the franchisee is still 
required to make certain day-to-day decisions 
concerning his operation, the complex market­
ing problems, retail mix, and promotion are 
usually solved for the franchisee by the fran­
chisor.
Since any form of franchise is a contractual 
relationship, an explicit contract not only forms 
the nucleus of this relationship, but also tends 
to guard the parties against any unforeseen cir­
cumstances. Generally there are four types of 
clauses which appear in a typical franchise con­
tract: an information clause, a regulatory 
clause, a procedural clause, and a terminating 
clause.
Franchise fee, initial capital requirements, 
financial agreements, services to be performed, 
and any other general information concerning 
the contractual relationship are spelled out in 
the information clause. The regulatory clause 
defines the target market and delineates the 
latitude of the franchisee’s decisions concerning 
the purchase of materials, quality control, geo­
graphic areas, etc. Unexpected problems and
Summer 1969
18 Rauf A. Khan and Patricia P. Douglas
unforeseen situations are covered by the pro­
cedural clause of the contract. The termination 
clause spells out when, how, by whom, and 
under what conditions the relationship can be 
terminated. Usually this clause gives the fran­
chisor the authority to control and terminate 
the franchise if certain conditions are not met.
Although contracts explicitly describing the 
rights and obligations of all parties concerned 
aid in creating a lasting relationship between 
the franchisor and the franchisee, the nature of 
these contracts and their overly restrictive stip­
ulations have brought the franchising field 
under fire for violating antitrust laws. As the 
field matures, large franchisors are becoming 
increasingly aware of judicial scrutiny in such 
areas as the use of economic leverage, exclusive 
territories including customer limitations, and 
exclusive dealings and tying requirements. 
Also, the practices of certain unethical promot­
ors using deceptive means to sell their products 
have brought about court actions by the Fed­
eral Trade Commission and other regulatory 
agencies. Many legal questions are yet to be 
answered. Some states, such as California, are 
currently in the process of developing new rules 
and regulations which will affect franchising; 
and leaders in the industry are attempting to 
establish procedures which will strengthen the 
industry.
Considerations for the 
Potential Franchisee
As mentioned previously, franchise programs 
include many types of products and services and 
may be equipped to meet the individual require­
ments of potential enterpreneurs. Whether one 
is considering a Noah’s Ark Restaurant or a 
Goony Golf Course, a potential franchisee must 
clearly understand the advantages and limita­
tions of franchising. One of the most important 
and frequently cited advantages is that it places 
the fruits of research and experience in all areas 
of management (plus proven products and/or 
services) in the hands of an inexperienced busi­
nessman. The franchise package affords the re­
tailer low initial capital investment, good fi­
nancial practices, national and local promotion, 
lower costs on equipment and supplies, legal 
assistance and, above all, tested and proven
products which are easily identified by the 
consumer. Furthermore, since the American 
dream has traditionally stressed “going into 
business for yourself” to “be your own boss,” 
franchising can be viewed as a logical exten­
sion of this philosophy.
The greatest pitfall in franchising is that it 
tends to curtail the freedom of the owner as an 
independent businessman. The franchisor may 
set rigid controls on quality and service that 
seem unreasonable. Furthermore, certain fran­
chisors require that supplies be bought only 
from designated wholesalers and/or vendors—a 
practice which can create conflicts. Some fran­
chisors also place constraints on the line of 
products or services offered and this can lead 
to resentment and dissatisfaction on the part 
of the franchisee. Above all, some franchisees 
complain that their ability to make decisions is 
limited to the minor areas of functional manage­
ment. This is paradoxical, because what a fran­
chisee is buying when he accepts a franchise is 
experienced counseling and solutions to critical 
management and marketing problems. But para­
doxical or not, this is the area to which the po­
tential franchisee must pay particular heed, for 
franchising, while curtailing some freedom of 
operation, does offer an attractive package for 
successful quasi-independent retail operations. 
Furthermore, some authorities opine that a cru­
cial pitfall of franchising is that individuals 
spend far more time and effort and receive les­
ser rewards than they would by assuming the 
responsibility for a chain operation—simply 
because they are committed to the ideals, the 
American dream, of private enterprise.
Examining the pros and cons of the franchise 
philosophy is only a beginning point for the 
interested businessman. He must also conduct a 
thorough inquiry into all facets of the franchis­
or’s program. If one is not sure of the type of 
franchise he should enter, he should first write 
to the International Franchise Association and 
obtain all pertinent data on the field and a list 
of reputable franchisors. Then he should review 
this material and make a list of firms which 
have the most appeal to him. When the list is 
complete, he should consider each offer to see 
if the services and goods involved have a market 
in his area and if they will hold that market in 
the future. Next, he should investigate the back­
ground and the management of the firm to de-
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termine if it meets his requirements. Past ac­
complishments of the firm and plans for future 
growth should be considered. Local bank and 
Small Business Administration offices can aid 
in this aspect of the investigation. The finan­
cial arrangements of the franchise should be 
thoroughly explored. What are the initial in­
vestments and installment payments? What 
rates of interest are charged? What about ini­
tial working capital? What are the limitations 
of the contract? What territory is to be served? 
Will the franchisor allow sales of a full line 
of related products? All these questions should 
be asked by the potential franchisee. He should 
also check the cost of equipment and supplies 
and compare them with the prices on the local 
market; he should check the rent or lease 
agreement, and make sure he understands what 
costs are to be absorbed in promotion and ad­
vertising before he enters into a contract with 
a franchisor.
In addition, he should carefully scrutinize the 
termination clause of the contract in order to 
understand clearly on what grounds the fran­
chisor can terminate the contract. He should 
make sure that the contract stipulates all un­
predictable situations including death, inheri­
tance, and sale of the franchise. After identify­
ing the franchisor, its goods and services, its 
present and future demands, and the intensity 
of competition; it is in the franchisee’s best 
interest to confer with an established franchisee 
regarding the franchisor’s proposal. After all 
these evaluations have been made he should hire 
a competent attorney or consultant in the field 
of franchising to review the proposed agreement 
and provide all possible answers before making 
his initial investment.
What Future for Franchising?
Even with this background information, the 
really germane question is one that unfortun­
ately cannot be answered conclusively: how well 
have franchises performed in comparison to 
other types of retailing? The sheer number of 
companies currently offering franchises—ap­
proximately 950 specialty companies in addi­
tion to the standard automobile, service station, 
and soft drink franchises—would suggest that 
the advantages of franchising outweigh the dis­
advantages, i.e., it is both popular and profitable.
That franchising is a popular approach to 
business ownership is indeed logical. The retailer 
is offered financial assistance and he can rely 
upon the management and marketing know­
how of an established firm. Furthermore, un­
like the manager of a chain or discount opera­
tion, he has the day-to-day freedom of a private 
entrepreneur. Taken together, these factors cre­
ate a tremendous incentive to manage the out­
let successfully; mortality rates verify that al­
though about 83 percent of the small indepen­
dent businesses fail, over 90 percent of new fran­
chise businesses succeed and grow.2
Government advisors have also concluded 
that franchising is a realistic way to initiate and 
maintain private enterprise. The Commerce De­
partment’s Office of Minority Business Enter­
prise (OMBE) has a program known as “25 X 
25 X 2” on the drawng board; if implemented, 
this program will involve 25 franchising firms. 
Each firm will grant 25 franchises to minority 
businessmen during each of the next two years. 
To further aid potential minority franchisees 
the OMBE plans to establish “franchise oppor­
tunity centers” in five cities. These centers will 
disseminate information on the advantages of 
franchising and offer necessary assistance to 
those who are interested in owning a franchise 
outlet.
Popularity is not necessarily indicative of 
profitability, but there are some probable 
answers to the question of profitability. With the 
increase in disposable income, Americans can 
indulge in more discretionary buying. And the 
declining number of work hours permits more 
time for leisure activities. Both trends have pre­
cipitated a large market for specialty and luxury 
items and for a variety of recreational products 
and facilities which are particularly suited to 
franchise operations.
The very nature of franchise operations, espe­
cially the ones offering specialty products and 
services, coupled with population changes, is 
suggestive of profitability. American consum­
ers are convenience shoppers and their grow­
ing concentration in “suburbia” has forced re­
tailers to relocate or establish branches in the
“National Better Business Bureau, “Building Your 
Future Through Franchising,” National Better Busi­
ness Service Bulletin (New York: December 1965),
p. I
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suburban areas. The specialty-type franchisors— 
restaurants, golf courses, rental agencies, beauty 
salons, etc.—have a unique opportunity to quick­
ly saturate the suburban market. Casual obser­
vation indicates that, unlike the traditional de­
partment store, grocer, or financial institution, 
whether private or chain operated, the fran­
chisor does not insist upon locating within or 
near a large shopping center. Thus, with limited 
financial requirements, “instant” management 
and an open site, the franchise operation can be 
established and meeting consumer demands 
long before the traditional retailer who prefers 
locating within or near a large shopping center. 
Since the franchisee is responsible for the oper­
ation and daily management of the outlet, entry 
and expansion are augmented because the fran­
chisor does not have a large manpower, salary, 
or fringe benefit commitment.
Since there is little likelihood of drastic 
changes in the shift of consumers from urban 
to suburban areas, in the growth of discretionary 
income and in the flexibility of franchise opera­
tion, the future of franchising looks good. How­
ever, franchising will have some problems too. 
Increasing interest in franchising, though sug­
gestive of current profitability, may lead to mar­
ket saturation and declining profits. Profitable 
opportunities such as franchising remain profit­
able only to the degree that they remain un­
exploited. As Forbes comments:
But while the evolution of the suburban 
branch certainly is the most important post­
war trend in U. S. retailing it’s not the only 
one. . . . Many companies who made it big 
in one form of merchandising are now expand­
ing their philosophies to include entirely new 
market approaches. . . . The discounters eye 
the success of the department stores; the de­
partment stores envy the success of the dis­
counters, grocery chains, and mail-order
houses; . . .  In short, almost everyone is in­
vading, or thinking of invading, almost every­
one else’s market, as most retailers become 
interested in most forms of retailing.8
There may also be some legal headaches in 
store for franchising: the very act of franchis­
ing means that the franchisee exchanges a cer­
tain amount of independence for the financial 
and management assistance; that is, the fran­
chisor exercises considerable control over the 
franchisee. These contractual controls are being 
attacked by antitrust laws. Because the fran­
chisor and franchisee enter into a cooperative 
agreement, the franchisor is open to charges of 
distributor coercion. Thus, even though fran­
chising—as a system of marketing—is not under 
attack, the very provisions which make the sys­
tem work are being carefully scrutinized. It is 
reasonable to predict that the future of fran­
chising depends not only on the legal interpre­
tations of these restrictions, but also on the 
attitudes of franchisees. As one author points 
out, “if the franchisees must be uncooperative to 
avoid antitrust attack, the future of this means 
of distribution is bleak indeed.”4 
In summary, franchising could not have at­
tracted so much attention nor involved so many 
companies on the basis of shoddy dealings and 
misrepresentations to investors, consumers, and 
businessmen. Yet a realistic approach is neces­
sary in appraising its past growth and future 
potential; like any other area of endeavor, the 
potential is substantial, provided the parties in­
volved understand the basic philosophy of fran­
chising, its advantages, its pitfalls, and its legal 
implications.
’“Retailing,” Forbes (January 1, 1968), p. 96.
‘Donald F. Dixon, “The Impact of Recent Antitrust 
Decisions Upon Franchise Marketing,” MSU Business 
Topics (Spring 1969), V. 17, No. 2, p. 78.
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THOMAS PAYNE
Party Structure and the 
Nominating Process
An Appraisal of 1969 Montana Politics
The patterns of party structure are the prod­
uct of a complex legal, political, and historical 
development. Montana has borrowed heavily 
from other states in developing its political 
processes. The Legislative Assembly has fre­
quently modified existing processes in respond­
ing to various pressures demanding changes. 
Montana’s recent experience with changing its 
party structure was made possible by a substan­
tial modification of laws affecting party struc­
ture, giving the parties greater leeway in deter­
mining their rules of procedure and organiza­
tion.
The reapportionment movement launched by 
the Supreme Court of the United States in 1962 
has substantially altered the historical pattern 
of representation in the Montana Legislative As­
sembly. It has not, however, so far affected 
party structure appreciably. Informally, of 
course, both major parties are sensitive to the 
problems of malapportionment within their 
structures and have taken modest remedial 
steps. Now, as a result of the special congres­
sional election in the Eastern District, a federal 
district court suit has been filed challenging the 
constitutionality of the apportionment of the 
major party conventions held to nominate can­
didates.
While much of the detail of political party 
structure in Montana is still determined by 
statute, the 1965 Legislative Assembly granted
greater autonomy to the parties with respect to 
the adoption of their own rules and structures.1 
Subsequently, each major party has adopted 
rules of procedure, which, while they do not de­
part significantly from historic patterns, have 
changed party structures. It is interesting that 
the structures of the two major parties still re­
semble one another rather closely.2
The basic structure of both parties begins at 
the precinct level. Two precinct workers, one a 
committeeman and the other a committeewom- 
an, are elected at the party primary in June of 
even-numbered years and serve for terms of 
two years. Precinct workers play a vital role as 
part of the total organizational scheme and con­
stitute the one direct link between the voters 
and the conventions in the presidential nomi­
nating process. Collectively, the precinct com­
mitteemen and committeewomen constitute the 
county central committee. They also serve as the 
county convention which chooses delegates to 
the state convention which in turn chooses Mon­
tana’s delegates to the national party presiden­
tial nominating conventions. Each county cen­
tral committee chooses its chairman and other 
officers.
The organization scene at the state level is
'Chapter 156, Laws of Montana (1965).
“Rules of the Democratic Party of the State of Mon­
tana (Helena: mimeo, 1965); and Rules of the Mon­
tana Republican Party (Helena: mimeo, 1968).
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confused by the presence in each party’s struc­
ture of four district committees or conventions, 
some of which have overlapping memberships. 
Through its various structures each party 
carries on its essential activities: the manage­
ment of party affairs on a continuing basis; the 
selection of delegates to the national convention; 
the adoption of the party platform; and the gen­
eral coordinating of the party hierarchy with 
public officialdom from the membership ranks 
of the party. Both parties have established cen­
tral committees, on which county chairmen to­
gether with a committeeman and a committee- 
woman from each county serve, as their princi­
pal organizational body. Both also provide for 
executive committees to serve in the interim 
between regular meetings of the central com­
mittees.
The Republican state central committee nom­
inates the national committeeman and national 
committee woman who are then confirmed pro 
forma by the national convention. Republican 
rules provide for a Republican state platform 
convention which consists of Republican incum­
bents of Montana national and state elective of­
fices as well as Republican candidates nom­
inated at the primary election for various na­
tional and state offices together with members 
of the state central committee. This body adopts 
the state platform, and meets following the June 
primary in election years.
The Republican state delegate convention 
meets in presidential election years within 40 
days prior to the national party convention and 
is composed of delegates chosen by the county 
convention. Each county is entitled to one dele­
gate for each 1,500 votes cast for the Republi­
can candidate for governor at the last guberna­
torial election and one delegate for each in­
cumbent Republican county commissioner. Ad­
ditionally, the county chairman and vice chair­
man from each county serve as delegates. Fi­
nally, there is a Republican state officers’ con­
vention which meets within 90 days after the 
end of a regular session of the legislature dur­
ing nonelection years. Those entitled to attend 
this convention include members of the state 
central committee, Republican state office hold­
ers, including legislators, and Republican mem­
bers of the congressional delegation. It is at this 
meeting that the officers of the central commit­
tee chairman, vice chairman, and treasurer— 
are elected.
The Democratic party structure is similar to 
the Republican’s in most respects. Like the 
Republicans the Democrats provide for a state 
central committee consisting of a state commit­
teeman and state committeewoman from each 
county chosen by the county central committee. 
The county chairmen, the state chairman and 
vice chairman, the national committeeman and 
national committeewoman, the state congres­
sional committeeman and state congressional 
committeewoman, state president of Democratic 
women’s clubs, the state president of the Young 
Democrats of Montana, and major Democratic 
state and national elected officials are members 
also. The Democrats hold a state platform con­
vention which falls any time after the primary 
and before September 15, in each general elec­
tion year. Delegates to this convention include 
candidates for state and national office as well 
as members of the state central committee.
A state officers’ convention, which includes 
members of the state central committee and 
Democratic incumbents of all state and federal 
offices in Montana, meets between September 
15, and November 15, in years when there is no 
general election. It is the state officers conven­
tion which elects the chairman and vice chair­
man of the state central committee and mem­
bers of the executive committee. This body also 
chooses the Democratic national committeeman 
and national committeewoman subject to con­
firmation by the national Democratic conven­
tion. Finally, a state convention held in presi­
dential election years chooses delegates to the 
national convention and designates the party’s 
nominees for presidential elector posts. Each 
county is entitled to send one delegate for each
1,000 votes or major fraction thereof cast for the 
Democratic governor in the last election with 
the proviso that each county is automatically 
entitled to at least one delegate.
Montana employs the open primary for nom- 
candidates for all state and local elective 
o fices. Its use is mandatory for any party which 
polled at least 3 percent of the popular vote cast 
m the last election. The date of the primary is
iqrIJ rfiX^d a* the first Tuesday in June. The 9o5 Legislative Assembly changed the primary 
o the first Tuesday after the third Monday of 
ugust, but the ensuing low primary turnout
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prompted the 1967 Legislative Assembly to 
I change the date of the primary back to its ac- 
i customed place in June. Montana has recently 
had one experience with the presidential pri- 
I mary—in 1956. After this experience, the legis­
lation was immediately repealed (for diverse 
| reasons not really pertinent to this analysis) 
I and Montana now chooses its national conven­
tion delegates by a state convention again.
In 1968 the presidential nominating process 
engendered a great deal of factionalism on the 
I Democratic side. The Goldwater Republicans 
had demonstrated in the early 1960’s the ease 
with which an insurgent grass roots movement 
could take over the vulnerable party structure, 
a feat which the McCarthy people attempted to 
emulate. While enjoying some success in larger 
cities, McCarthy followers were unable to cap­
ture a majority of the delegates to the state con­
vention. After hearing appeals both by Senator 
Eugene McCarthy and by Mr. James Rowe on 
behalf of Vice President Humphrey, the con­
vention chose a delegation heavily pro-Humph­
rey in preference.
Republican preconvention activity was more 
muted. Richard Nixon was assumed to have the 
bulk of support of the Montana organization, 
since virtually every important state Republi­
can had expressed support for the Nixon candi- 
I dacy. The delegation chosen by the state con- 
I vention was strongly pro-Nixon in composition. 
Mr. Nixon had visited the state during the Re­
publican primary to preside over the opening 
of Governor Babcock’s campaign headquarters. 
Governor Rockefeller visited Helena in July 
in a futile post-state convention to persuade 
some of the delegates to switch their support to 
( him.
Both the Democratic and Republican delega­
tions at the national party conventions behaved 
in accord with expectations based upon the 
earlier selection process. The Montana Republi­
can delegation in Miami Beach was led by Gov­
ernor Babcock and Congressman Battin. On the 
first ballot they voted 11 to 3 for Richard Nixon 
’ over Governor Reagan. The Democratic delega- 
| tion at Chicago was strongly pro-Humphrey. 
Of the 26 votes, 23  ̂'2 were cast for the Vice Pres­
ident against 2% for Senator McCarthy.
How representative were the two delegations? 
Whether a majority of Montana Republicans 
preferred Governor Rockefeller is unknown,
but Montana Republicans traditionally have 
been conservatively oriented and had supported 
Senator Goldwater for the presidential nomina­
tion at the 1964 convention. The fact that Mr. 
Nixon carried Montana handily in November 
suggests that he was the choice of a majority 
of Montana Republicans.
Democratic activists seemed to prefer Vice 
President Humphrey after the situation had 
been clouded by the withdrawal of President 
Johnson and the unexpected death of Senator 
Kennedy. A Montana poll in late March (before 
these events) showed the President and Sena­
tor Kennedy running neck and neck, each with 
41 percent of the Democratic support, and with 
Senator McCarthy trailing with 18 percent.3 One 
can, of course, derive from this arithmetic 
whatever answers his political predilections 
might suggest. Vice President Humphrey lost 
the state in November, but it is doubtful 
whether any Democratic presidential candidate 
could have carried Montana in 1968.
Republican Congressman James Battin’s de­
cision to accept appointment to a federal judge- 
ship in February necessitated the calling of a 
special congressional election in the 2nd District 
for June 24, 1969. Each party, therefore, had to 
determine the process it would use for appor­
tioning delegates to the district conventions 
called for the purpose of nominating a candi­
date. The Democrats authorized one delegate for 
each 1,000 votes or major fraction thereof which 
had been cast for the Democratic candidate for 
governor in the preceding general election, with 
the added provision that each county would be 
entitled to a minimum of at least one delegate. 
The Republican arrangement was even more 
favorable to the smaller counties: it provided 
that each county should be represented by both 
its state committeeman and state committee- 
woman plus a delegate for each 1,000 votes or 
major fraction thereof which were cast for the 
Republican candidate for Congress in the 1968 
general election. Each county was granted one 
additional delegate, the county chairman. That 
both conventions were open to challenge on the 
ground that they were not following the “one 
man, one vote” principle which the Supreme 
Court had enunciated in the reapportionment 
cases was evident, although this principle had
“Missoulian, March 28, 1968.
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not yet been clearly applied to any nominating 
process. The stage was set for the filing of a 
suit in district court in Butte by Russell Doty, 
a former member of the state legislature and 
graduate student in political science at the Uni­
versity of Montana, which contends inter alia 
that the apportionment of the conventions vio­
lated Supreme Court guidelines, thus invalidat­
ing the election process. As yet, the court has 
issued no ruling.4
The special Democratic convention met in 
Lewistown on April 12, and chose on the first 
ballot John Melcher, 44, a Forsyth veterinarian, 
as its standard bearer. Melcher, who had served 
two terms in the state House of Representatives 
and one term in the state Senate, had lost a 
previous 1966 bid for the congressional post. 
A week later at Lewistown the special Republi­
can convention nominated William Mather, 46, 
a Billings attorney, on the third ballot. Mather 
had served three terms in the state House of 
Representatives, where he was majority floor 
leader in 1969. The American Party of Montana, 
which had supported George Wallace in 1968,’ 
selected Derby C. Whitmer, 50, a Bloomfield 
wheat farmer, as its nominee.
Democrats and Republicans closed ranks in 
support of their respective congressional nom­
inees after the Lewistown conventions. Twenty- 
four years had elapsed since the Eastern District 
had held a special election. The candidates were 
confronted with the problem of how to arouse 
voter interest in a contest characterized by 
low visibility. Basing his forecast on the 1945 
special election, Secretary of State Frank Mur­
ray predicted a turnout of 48 percent of the
143,000 registered voters in the district, a pre­
diction which seemed to bode ill for Melcher’s 
prospects. Still, Melcher was greatly helped by 
the effective campaigning in his behalf by Mon­
tana’s Democratic Senators Mike Mansfield and 
Lee Metcalf.
Mather sensed that he was ahead and con­
centrated on his record in Montana politics. He 
stressed that, if elected, he would have favorable
4In a decision handed down in August, 1968, Irish v. 
the Democratic Farm-Labor Party (DFL) of Minne­
sota, a federal district court in Minnesota refused to 
void the selection of delegates to state conventions 
apportioned in a manner similar to that used in Mon­
tana.
access to Republican President Nixon. Republi­
cans appeared to be better financed and to enjoy 
most of the political “pluses” for the District; 
since 1945 only one Democrat had been elected 
in the Eastern District, although he was elected 
twice.
John Melcher scored an unexpected victory 
in the balloting, defeating Mather by more than
2,000 votes (based on unofficial returns). Whit­
mer polled less than 600 votes and finished a 
distant third. Melcher’s victory may be attrib­
uted to a variety of factors, including his highly 
effective campaign, the significant help he re­
ceived from Senators Mansfield and Metcalf, 
and a series of advertising blunders by the Re­
publican managers of Mather’s campaign. While 
the election could not be interpreted as a refer­
endum on either ABM or the Nixon Administra­
tion policies, the outcome gave the Democratic 
party control of all five of Montana’s major 
state and national elective offices for the first 
time since the late 1930’s.
How shall we appraise the party processes in 
Montana? We may appropriately ask: (a) how 
representative is the party structure with re­
spect to nominations; and (b) how effective is 
the party structure? The question regarding the 
representative character of party structure in 
Montana goes to the heart of the matter. Here 
judgments may differ, but it is my view that 
both parties are reasonably representative of 
party activists and that both parties are open 
to efforts to control and correct them from with­
in. The McCarthy people failed in 1968 to gain 
control of the Democratic party, but earlier the 
Gold water people demonstrated that it was pos­
sible to capture the Republican party. The most 
conspicuous shortcoming of the present presi­
dential nominating process is that the individual 
voter in the primary may be unaware that his 
choice of a precinct committeeman and com- 
mitteewoman affects the outcome of the na­
tional presidential nominating process. The ac­
tion in the federal district court raises a funda­
mental question about whether political party 
nominating conventions are bound by the same 
principles which the courts have applied to leg­
islative bodies. So far the U. S. Supreme Court 
has not ruled on this question, and other federal 
courts have been reluctant to extend the one 
rnan, one vote to any political party organiza­
tion.
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Both of Montana’s major parties remain going 
concerns and compete statewide on fairly even 
terms. The Democratic party was disunited in 
1968, a fate that had befallen the Republican
party in 1964. Over the long run, however, activ­
ists in both parties have provided the viable 







A Balance Between Social Policy and Efficient 
Utilization of National Resources Is Vital for 
the Attainment of National Goals
When we consider the proposition that mod­
ern business depends upon scientific invention 
for new products and techniques so that contin­
uing economic progress is possible, it is essen­
tial also to consider how new advances in tech­
nology and research affect us as a people and as 
a nation. This article will discuss some of the 
pros and cons of the new research and develop­
ment emphasis and how, as a nation, we can har­
ness the best of R&D and use it for social as well 
as technological advantage. In it perhaps we can 
identify some of the lessons germane to national 
policy formation that can be learned from a 
quarter century of experience with large-scale 
industrial R&D.
As a scientist—even if only behavioral—I 
have, of course, a sort of natural occupational 
interest in phenomena of innovation and inven­
tion. They are, after all, special concerns of sci­
entists. Furthermore, I have been engaged for 
some time now in research that has brought me
into close contact with those innovative and in­
ventive undertakings we know as industrial 
R&D. So before we examine how best to har­
ness the new R&D approaches, let us take a brief 
look at the contemporary nature of the inven­
tive process.
How many of us still think in romantic im­
ages of invention and the scientific enterprise 
(ready-made in Hollywood) centered on a soli­
tary “great mind” laboring in an ivory tower 
wholly detached from bureaucratic entangle­
ments? Reality is, however, different. Science 
and the R&D enterprise have become organized 
and one can hardly improve upon Galbraith’s 
remarks on the subject: “There is no more pleas­
ant fiction than that technical change is the 
product of the matchless ingenuity of the small 
man forced by competition to employ his wits 
to better his neighbor. Unhappily it is a fiction. 
Technical development has long since become 
the preserve of the scientist and engineer. Most
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of the cheap and simple inventions . . . have 
been made . . . [and] . . . the modern industry of 
a few large firms [has become the] instrument 
for inducing technical change.”1
None of this is to deny the presence or contri­
bution of individual genius, heaven forbid; it is 
merely to describe the now typical form of insti­
tutionalized R&D—a form which has spawned a 
spectacular pace of technological change in in­
dustrial societies. While individuals and small 
firms may still be important to the inventive 
process, corporate or institutional R&D has 
grown more rapidly than any other kind, reach­
ing, by 1960, to 75 percent of R&D spending (a 
figure which includes much federal underwrit­
ing). In 1906, 22 percent of all patents were is­
sued to corporations, by 1946 the number was 50 
percent, and by 1957, 60 percent. Doubtless it 
continues to grow.
Most R&D is conducted by a few firms in a 
few industries and is concentrated on a few 
product fields. (Twenty-two percent of all in­
dustrial R&D, for example, is performed by four 
huge firms.) Furthermore, the bulk of this ac­
tivity stresses “short reach, applied work.” Ac­
cording to a McGraw-Hill survey, 90 percent of 
it was directed to new or existing product de­
velopment and only 10 percent to process im­
provement.2 Basic science and wider-scope R&D 
in the aerospace industry, in universities, and in 
independent laboratories serves as only a feeble 
counterweight to these trends.
The modem day seat of science itself is the 
well-financed and managed project with its 
grants, fellows, laboratories, overhead, and so 
forth. It makes relatively little difference 
whether the project is found in universities or 
elsewhere, its form tends to be the same, and en­
gineering development requires even grander 
physical resources. Thus invention and innova­
tion, at least in technology, have become big 
time, with all the public policy implications that 
fact contains. To gain perspective on these, some 
important distinctions need drawing. To wit: in­
novation or invention can refer to developments 
in science, or denote changes in techology. They *
*J. K. Galbraith, American Capitalism. (Boston: 
Houghton Mifflin, 1952), p. 91.
‘See R. R. Nelson, M. J. Peck & E. D. Kalacher, Tech­
nology, Economic Growth and Public Policy. (Wash­
ington: Brookings Institution, 1967), especially Ch. 3.
can also signify new patterns of technological 
application. These are not the same things.
Science is essentially abstract and theoreti­
cal. Its connection with the substantive world 
is incidental, partial, and demonstrational. Tech­
nology, by contrast, is principally an engineer­
ing discipline. It is rooted in the real world and 
describes a system of general empirical rules for 
the accomplishment or performance of broadly 
defined practical functions. Applications are 
adaptations of technology to specific practical 
tasks or problems.
Now science, technology, and application are 
by no means incompatible processes, but they 
can progress separately: for instance, iron was 
reduced from ore long before anyone really un­
derstood oxidation and reduction; and for many 
years terrestrial navigation proceeded with re­
markable success despite an erroneous “scien­
tific” belief that the earth was the center of the 
universe. Indeed, in the United States techno­
logical progress has been probably more rapid 
than has scientific development.
The enshrinement of science as a problem­
solving panacea and font of social welfare rests 
on some substantial foundations of achievement, 
ideology, and available intelligence. Unfortu­
nately, it also rests on a partial misunderstand­
ing or oversimplification of relations between 
science, technology, and practical concerns. As 
a result we have been led as a nation to a near 
total neglect of any meaningful science policy.
Dr. William H. Stewart, until lately Surgeon 
General of the U. S., has been quoted in Fortune 
as saying, for example, that, “Unless funda­
mental inquiry is kept strong and continually 
renewed in strength there will quickly be noth­
ing to apply.”3
The same article was generally devoted to 
viewing with alarm the present relative decline 
in federal support of science and industrial re­
search and development (R&D). It argued vig­
orously that a near-mortal injury to science 
could result, one that would entail serious harm 
to business, the economy, and all of society.
There is some basis for these fears since sci­
entific knowledge has often been a key to tech­
nological advance. Studies have shown an ap­
preciable correlation, for instance, between pat-
8G. Bylinsky, “U. S. Science Enters a Not-So-Golden 
Era.” Fortune (November 1968), 78, 144.
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ents issued to state residents and the number of 
scientists and engineers in the state. R&D inten­
sive industries do tend to create new products at 
a faster rate and exhibit greater productivity 
growth, even though only about half the prod­
ucts and processes developed ever turn a profit.
We can recognize the catalytic role of tech­
nology in economic growth and there is no need 
to argue the broad desirability of maintaining a 
balanced allocation of resources to the support 
of theoretical and practical endeavors. But the 
implication, clear in Dr. Stewart’s statement, 
that applied technology and hence economic 
progress depends upon prior scientific develop­
ment is dubious and, indeed, contrary to our 
national experience—especially in context of 
the consumer economy. Moreover, it seriously 
misconstrues the interplay of pure and applied 
investigation (a matter well clarified by J. B. 
Conant in his little book, On Understandinq Sci­
ence) .4
I do not argue, understand, that applied tech­
nology may not depend on scientific advances;
1 assert only that it need not do so—at least not 
in the short-run. Furthermore, while collabora­
tion between science and technology has been 
associated with economic and social progress, it 
does not follow that such progress occurred be­
cause of that collaboration or that it would not 
have occurred more rapidly without tying in 
scientific and technological interests. My reason 
for making this point is to insist upon an R&D 
perspective broader not only than a foreshort­
ened product-oriented institutional outlook, but 
also broader than that provided by science it­
self Science, per se, is only a comparatively 
small portion of the total national R&D enter­
prise and, as I see it, not necessarily even the 
most important in terms of social benefit.
Consider the nature and magnitude of the 
American R&D enterprise: by the end of fiscal 
year 1968 the Government will have spent more 
than $16% billion on R&D, or something near
2 percent of the Gross National Product (less 
than some experts think desirable, but a great 
deal of money, nevertheless). Of the total, $5% 
billion has been devoted to “research,” with 
about $2% billion going to so-called “pure” re­
search; the remaining $10% billion was allo-
V 9°nant, On Understanding Science. (New Haven* 
Yale University Press, 1951).
cated to “development” (technical design, en- 1 
gineering, etc.). These federal expenditures con­
stitute nearly 70 percent of the total; roughly 
another $5 billion from nonfederal sponsors is | 
being spent in support of R&D, with approxi- I 
mately $4 billion of it coming from private . 
sources.
Furthermore, although the rate of growth in 
federal support for R&D has declined in recent ■ 
years, between 1940 and 1967, according to For- J 
tune magazine, federal underwriting of R&D 
grew from $74 million to $16.7 billion (develop­
ment, of course, taking the lion’s share).5 At j 
present levels, this amounts to something near J 
10 percent of the federal budget.
Federal financing of industrial R&D boomed 
from 17 percent of the total spent in 1921 to the | 
present-day 70 percent. Paralleling this growth 
has been a near-explosive expansion in the num­
ber of corporate R&D personnel: from fewer 
than 20,000 in 1921 to more than 800,000 by 1960.
Federal R&D expenditures over the past 10 
years have meant a four-fold increase in basic 
research funding for universities, to say nothing 
of money received for applied research pro­
grams, and, in 1966 alone, a total of $1 billion 
was granted to universities for research facili­
ties and science education.
It should also be noted that aggregate non­
federal R&D expenditures also increased abso­
lutely: from .2 percent of GNP in 1921 to 1 per­
cent in 1960. The main point is, however, that 
federal spending has increased at a far more 
rapid rate. Today, as a result, the Federal Gov­
ernment is, and, for the foreseeable future, will 
surely remain, the overwhelmingly predomi­
nant source of R&D support. Moreover, the Gov­
ernment provides a continuing stimulant to 
private spending for R&D, even if at a much 
lower rate.6
The vast bulk of these funds have gone to the 
physical sciences and engineering. Over 50 per­
cent of the federal R&D dollars have been spent 
by the Department of Defense; another 23 per­
cent has been disbursed by NASA, and a little 
more than 10 percent by the Atomic Energy 
Commission. In all, about 90 percent of federal
®G. Bylinsky, op. eft.
•Actually much nominally private R&D is indirectly 
supported by the Federal Government in the form of 




R&D funds are spent on defense, space, or atom­
ic energy and most private industrial R&D 
money goes for the same purposes. H. L. Nie- 
berg, for example, notes that, “The big industrial 
R&D spenders are aircraft and missile manufac­
turers, electrical equipment and communication 
companies, and the chemical and allied products 
industry.. .”7
Late signs indicate that federal spending on 
R&D is tapering off, and that other agencies 
(notably Interior, HUD, Transportation) may in 
the future disburse an increasing share of the 
R&D dollar. Beginning with the wartime Man­
hattan project, however, the great impetus to 
R&D has been in the context of space and large 
weapons systems, whether in the form of di­
rect support or by stimulating industrial R&D 
in related industries. Thus the largest share of 
R&D spending and deployment of technical re­
sources has been concentrated in a compara­
tively limited environment and has been ap­
plied to a still more limited range of targets. 
And what have these expenditures yielded, 
other than rockets and weapons, that is?
A recent issue of Business Week magazine 
mentioned such benefits as inputs to scientific 
theories ranging from the origin of the earth 
to its magnetic field; it also mentioned a wide 
range of astronomical discoveries as well as 
significant developments in power generation, 
communications, transportation, and health care. 
Business Week also commented on NASA’s pro­
found economic impact upon the South—an im­
pact familiar to any of you who may have 
visited Cocoa Beach, Florida; Huntsville, Ala­
bama; or certain areas of Mississippi and Texas.8 *
On the scientific side, a recent study by the 
National Academy of Sciences of some forty in­
ventions or practical discoveries in chemistry 
(including Teflon, arthritic steroids, psychostim­
ulants, etc.) was able to show a seemingly heavy 
dependence of those “breakthroughs” on re­
search performed in university scientific labora­
tories (under federal grants, it is a safe bet). 
Furthermore, one can cite concrete “spin-off” 
from government projects in the form of com­
puters, life-support systems, jet aircraft and en-
7H. L. Nieberg, In the Name of Science. (Chicago:
Quadrangle, 1966).
““Measuring Space Program’s Fallout.” Business Week,
(Oct. 12, 1968), p. 134.
gines, fuel cells and batteries, transistors and 
microcircuits, alloys and other materials, and so 
forth.®
In the face of all this evidence, it is easy to 
fall into a species of what psychologists call 
“magical thinking.” To wit, that money spent 
on science, or more generally on R&D (any 
science or R&D) will somehow yield socially 
valuable fallout. In the first place, this isn’t 
necessarily so. Commenting on this issue in 
their review of Technology, Economic Growth 
and Public Policy, Nelson and his colleagues 
point out that while “the product fields influ­
enced by technological advance are far wider 
than the data on R&D concentration would in­
dicate,” the ramified benefits are extremely 
uneven.10
In the second place, even granting a good deal 
of socially useful commercial product spin-off 
from the space program, the fact is that much, 
perhaps most, of the technology developed has 
no earthly application (or at least not enough 
to justify its cost). For example, NASA has suc­
ceeded in producing exotic metals and incred­
ibly heat-resistant materials. But, where, other 
than in spacecraft atmospheric reentry, is their 
application? Moreover, much seemingly ad­
vanced R&D is, in reality, an expensive exercise 
in application or repackaging of the same tech­
nology.
Once again reference to patent statistics can 
be instructive. While the Department of De­
fense has supported about half the R&D in­
vestments of private firms, the work involved 
has yielded only 4 percent of corporate patent 
applications. What is more, patents derived from 
defense-oriented R&D have a record of less fre­
quent commercial use than have their non­
defense counterparts, the difference being 
something like 10 to 15 percent as against 55 
to 65 percent.
Perhaps even more revealing is the fact that 
although NASA holds some 700 patent titles, in 
only about 85 instances have contractors re­
quested waiver of title or license, despite a gen­
erous NASA policy in the matter. Clearly the 
inventions involved were deemed of insufficient 
commercial value. It must also be acknowledged 
that, along with any positive spin-off, defense-
“See G. Bylinsky, op. cit. 
“Nelson, et al., op. cit.
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oriented R&D programs have generated “nega­
tive” spin-offs in the form of neglected social 
problems and alienated citizens.
There can be no question that we now possess 
an awesome panoply of military hardware and 
capabilities for its use. But each of us must 
wonder whether we are really made that much 
more secure by it. Thus, as Nelson, Peck, and 
Kalacher have concluded, “it should be recog­
nized that spill-over [from defense R&D] is lim­
ited and the price of security may come high 
in terms of foregone technological advances in 
other fields.”11 Furthermore, critics such as Nie- 
berg, have argued vigorously that our tradi­
tional patterns of R&D expenditure have now 
reached a point of significantly diminishing 
social return.12
Yet, ironically perhaps, the existence of that 
military might (and of the space spectaculars to 
which we have been treated) stand as eloquent 
testimony to the accomplishments possible when 
resources are applied with skill, imagination 
and dedication. That “the allocation of R&D 
resources . . .  is an important determinant of 
the kinds of [economic] advances experienced 
. . .” is thus demonstrable.13 What kinds of prog­
ress a society achives will depend mightily upon 
how it directs and manages applications of re­
search and development efforts. What must con­
cern us, then, are the polcies by which such ap­
plication is directed.
Arguments about the reality of scientific or 
commercial spin-off or such matters as the pros 
and cons of military hardware and capabilities 
or the dangers of the defense establishment, 
while obvious (and significant) reference points 
for evaluative discussions of modern R&D, carry 
the risk of diverting attention from other fea­
tures of the R&D experience which, in the long 
run, may be more important, especially as re­
gards formulation of a viable science-technology 
policy that can help bring us closer to solution 
of the social problems that beset us today in 
this country.
The first of these “other” features we might 
call “system capability.” By grappling with the 
enormous problems of the space program and 
modern weapons system development, we have
“Nelson, et al., ibid.
“Nieberg, op. cit.
“Nelson, et al., op. cit.
learned some important things about how to 
approach, relate resources to, and manage large 
and complex socio-technical systems. Although 
developed in a military environment, this capa­
bility can be applied to other problems.
Four fairly obvious socially desirable exam­
ples come to mind immediately: undersea re­
search and exploration directed toward expan­
sion of the world’s food and water supplies; air 
and water pollution control; mass rapid transit; 
and, most especially, urban redevelopment. 
Given the will, the policy guidance and the 
funding, we are technologically and manageri- 
ally able to begin a comprehensive approach 
to these significant nonmilitary problem areas.
A second feature, the concept of “project man­
agement,” is closely related to the first. It is 
supremely paradoxical that the development of 
project management concepts and methods 
should have come from programs supported by 
the military, for project management is one of 
the few fully practicable alternatives to bur­
eaucracy. At any rate, project management rep­
resents a highly adaptable, change-oriented ad­
ministrative approach to sustaining and admin­
istering one-of-a-kind operations. Its essence is 
“mission oriented” and antibureaucratic, with 
an emphasis on the flexible transfer of resources 
from task to task.
Which brings us inevitably back to the matter 
of the military/industrial establishment. We are 
all familiar with this bogeyman, but oversimp­
lified as it sometimes is, its essential reality 
should not be doubted and we should be pre­
pared to learn from its example. The only ques­
tion is, exactly what is it we should learn?
Every functioning social system sooner or 
later develops a pattern of dominant or vested 
interests. The military/industrial establishment 
is merely one such pattern. What it illustrates, 
however, is the way systems left to themselves 
tend to rigidify and reduce their freedom to re­
allocate resources. Scarce resources are con­
sumed in sustaining and advancing the interests 
of a segment of the system without regard for 
the needs of the remainder, leading to a seeming 
irrationality in decision-making and action. We 
can learn, then, that strategic provisions are 
needed within the larger social system to in­
sure flexibility in allocating resources so as to 
assure fuller and more timely responsiveness to 
changing social needs and to guarantee as well
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broader public participation in policy determi­
nation and implementation.
Technical resources, system capabilities, proj­
ect management methods, and what-not are 
tools—means to social ends. Their effective em­
ployment depends upon a comprehensive na­
tional policy capable of defining priorities for 
the allocation of R&D resources. Presently such 
policy, and consequently such priorities, are 
nonexistent, with the result that relevant de­
cision-making, in the words of William D. Carey 
of the Bureau of the Budget, tends “to be op­
portunistic.”
It is questionable how much longer we can 
tolerate so cavalier an approach to so vital a 
matter. Profit and production cannot be the 
chief touchstone of the good life. Technology 
must be evaluated in its larger impact upon 
people and their welfare. And, to quote once 
more from Nelson, Peck, and Kalacher: “Insti­
tutional flexibility is as important as labor or 
capital flexibility in determining the costs and 
benefits of technical advances. Unfortunately, 
social institutions have proved less flexible than 
tangible resources. American society has not 
learned how to update its control mechanism so 
as to better reconcile technical advance and the 
quantifiable aspects of progress with other 
facets of the good and safe life.”14
The problem, then, is how this updated con­
trol is to be accomplished. What alternative 
forms and structures exist to create and ensure 
effective implementation of a reordered R&D 
policy? I should like to sketch a model, the “con­
tract model,” which I believe might be useful for 
this purpose. By it I have in mind principally a 
flexible mode for the socio-economic structuring 
of productive enterprise, a mode designed to be 
sensitive to public priorities. Put a bit differ­
ently, I have in mind a public policy-directed 
vehicle for maximizing effective utilization of 
resources available in the public and private sec­
tors of the economy.
For present purposes we can consider capital­
ism to label a system of wholly private owner­
ship, control, allocation, and use of productive 
resources. The mechanisms for guidance of cap­
italistic decision processes are to be found in the 
so-called “market” principles of profit.
“Nelson, et a I., ibid., p. 148.
Socialism, on the other hand, refers to a pat­
tern of public ownership control, allocation, and 
use of resources. Monetary return is by no 
means irrelevant to its operation, but its pro­
cedures for policy formulation are rooted in the 
administrative principles of public administra­
tion.
The contract model lies somewhere intermedi­
ate between these two classical forms. Broadly 
defined, it involves a pattern of system disjunc­
tion between ownership and the control or use 
of resources held together by interpenetrating 
decision systems. In short, it retains a structural 
separation of public and private sectors but 
seeks their functional integration and direction 
via the rational mechanism of the contract.
Contracting methods have become highly di­
verse and sophisticated in recent years, mostly 
as a result of the varied and complicated socio­
economic circumstances of federal procurement 
tasks and environments. But we need to distin­
guish only two broad contract varieties: tradi­
tional fixed price contracts and what has been 
termed “administrative contracts” involving 
buyer reimbursement of the seller’s costs.
This cost reimbursement type of contract is 
called “administrative,” because it has become 
specialized to provide for a high degree of in­
terdependent buyer-seller administrative collab­
oration. This contrasts sharply with the fixed 
price format and its “arms-length” buyer-seller 
separation and independent administration. 
Thus the cost-type administrative contract is 
designed to create an administrative relation 
between the parties to it. In essence, it provides 
for participation of the Government in the de­
cision process of the contractor. It thereby 
makes possible continuing and immediate in­
fluence by contingencies and priorities of pub­
lic policy. Moreover, via the mediation of agents 
of representative government, it provides for a 
“public presence” in the enterprise.
Administrative contracts have come into use 
because in order to recruit privately owned and 
controlled resources to high risk endeavors 
(such as R&D), it has often been necessary to 
reimburse firms for the uncertain costs of oper­
ation (and then to pay them a fee in lieu of or­
dinary profit). As Richard Tybout has pointed 
out in a little book about contracting in the
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atomic energy field,15 *such procurement condi­
tions make inevitable some kind of buyer-seller 
administrative linkage, because:
1. The buyer has no way of knowing if the 
level of cost reimbursement is “too high or 
commendably low.” Therefore, the buyer has 
a strong motivation to participate in super­
vision in order to assure efficiency and ac­
countability.
2. By its nature, the work to be done by 
the seller cannot be specified in detail. As a 
result, to guarantee its satisfaction, the buyer 
wants to participate in management and to 
furnish direct policy guidance for the seller’s 
production decisions, thus providing a mecha­
nism for expressing “changes in demand” dur­
ing the life of the contract.
Administrative contract forms thus provide 
three essentials to actualizing a coherent policy:
a. while providing a mechanism for recip­
rocal influence, they preserve the fundamen­
tal structural separation of public and private 
sectors, thereby maintaining more flexibility 
in the allocation of resources than might other­
wise be true;
b. regarding the recruitment of resources, 
they relieve private contractors of risk and 
uncertainty and provide necessary facilities 
individual firms could not afford. Consequent­
ly unprofitable but nevertheless socially de­
sirable or critical undertakings would be pos­
sible;
c. they provide a means by which public 
priorities can be reflected in allocating pro­
ductive resources and a means by which so­
cial needs and operational policies can be 
brought to bear upon management of ongoing 
productive activities.
One might wonder, however, why is it sensible 
to become enmeshed in the complexities and 
difficulties of a “contract state,” especially with 
its attendant risks of skulduggery so amply cata­
logued in such books as In the Name of Science^® 
and Clark Mollenhof’s The Pentagon,17 to say 
nothing of a number of Congressional investiga­
tions?18 Certainly it is not the most tranquil of
,5R. Tybout, Government Contracting in Atomic Ener­
gy. (Ann Arbor: University Michigan Press, 1956).
“Nieberg, op. cit.
l7C. Mollenhof, The Pentagon (New York: Putnam 
1967).
“For instance, see the McClellan committee report on 
“pyramiding profits.” Hearings before Permanent Sub­
committee on Investigations of the Committee on Gov­
ernment Operations, U. S. Senate, April 3-18 1962 
(NIKE Program). Washington: U. S. Government 
Printing Office [Pts. 1 & 2] 87th Congress (“Pyramid­
ing of Profits and Costs in the Missile Procurement 
Program.”)
productive environments; but, in my view, that 
is one of its virtues. It structures a “mixed” or 
pluralistic and polycentric system allowing for 
diversity at the same time it provides for the 
“constructive use of conflict.”
There is still a great deal of unfinished busi­
ness and social needs in America screaming for 
satisfaction. Reallocation of resources according 
to a reordered set of national priorities is essen­
tial. But good intentions are not enough—I am 
concerned about how resources are going to be 
applied; where they are to be found; how they 
will be redirected later as priorities shift; and 
who will make the pertinent decisions and how.
I think it naive, for example, to believe that 
risk-averse business organizations can be ex­
pected to address themselves voluntarily to 
eradicating social problems with low profit po­
tentials. They haven’t done it before, and there 
is no reason to suppose they will now (unless a 
drastic change occurs in business “profit ideol­
ogy”) . But I do not favor a public utility or regu­
latory approach in the R&D area. And subsidies 
and tax relief are far less desirable than the con­
tractual mechanism. For one thing, neither of 
these alternative methods allows for meaningful 
ongoing participation in management; they pro­
vide no continuing public presence.
After a long, essentially capitalist, history of 
economic development, the private sector of. the 
United States has accumulated a vast repository 
of productive resources consisting not merely of 
capital items but of managerial and technical 
skills that it would be wasteful to duplicate now 
in the public sector. However, recruiting re­
sources to socially necessary programs has often 
been difficult if not impossible. What is needed, 
therefore, is an efficient system for attracting 
and deploying resources without their perma­
nent or overly rigid commitment to fixed tasks 
or organizational structures. The contract model 
offers a way of doing that, even if a difficult 
way.
Furthermore, maintaining private operations 
has certain important advantages:
1. It allows a degree of administrative decen­
tralization and relief from “red-tape” at operat­
ing levels (especially as regards personnel prac­
tices) .
2. It allows for greater flexibility in reallocat­
ing resources and technologies. In brief, the 
sponsor’s task and the resources for its accomp-
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lishment are included in different subsystems 
temporarily brought into coincidence by the ve­
hicle of contract. Upon completion of the task, 
or in the event of changes in its priorities, re­
sources are not idled, but remain available for 
transfer to new tasks and sponsors. In other 
words, a capability exists for project manage­
ment on a grand scale.
Thus in a “developed” nation suffering from 
important social problems, but with a preexist­
ing high level of private economic resources, 
a traditional socialistic solution is less than ra­
tional, although, when private resources are not 
plentiful and must be developed, a socialistic 
mode of organized problem-solving may be dic­
tated.
Yet a simple capitalistic system is inadequate 
to the contemporary urban-industrial frame of 
our existence. It has proven too insensitive to
social need. An operationally strong, as well as 
morally legitimate, device is necessary to guar­
antee formulation of socially relevant policy and 
appropriate recruitment of national resources to 
vital national goals.
A “hybrid” environment, then, neither cap­
italist nor socialist, embodied in the actualities 
of the contractual model may offer such a de­
vice. It provides, if I may close with a simple 
summary, a means for gaining success to essen­
tial resources; a way of maintaining flexibility 
in their use and task-to-task transfer; an admin­
istrative mechanism for public policy-guided 
targeting of resources to socially desired ends; 
a way of appraising priorities; and a means of 
operational risk absorption. Finally, and by no 
means least in importance, it provides for a con­




In the past no state agency has had the responsibility of making official 
population estimates for Montana counties. The only figures available have 
been those prepared by the State Department of Health for use in comput­
ing vital rates. In the early part of 1969 the Bureau of Business and Eco­
nomic Research of the University of Montana undertook the responsibility 
for developing population estimates for the state. The following figures for 
Health 1968’ WGre PrePared in cooperation with the State Department of
The general procedure used in arriving at these estimates was to obtain 
two or three independent estimates of each county’s population and then 
to select that estimate which appeared to be the most realistic of the three, 
lhe methodology differs somewhat from that used in developing county 
population figures for 1961 through 1967, and therefore these 1968 figures 
should not be compared with these previous estimates. They may, however,
be compared to the 1960 Census figures.
roundin^VfknirPcTable? 1 and 2 have been rounded but the degree of rounding (figures are given m hundreds) is not intended to indicate that
hP f i neCf Sarlly accurate UP t0 that am°unt of error. It should
t h T t W hat hGfSe fl^ures are only estimates and the users should be aware
curLlw ^pt natura*ly sub^ ct to variability. Since it is impossible to ac-
shou d LppntTv!ne thevf nability for postcensal population estimates, users should accept these point estimates as “true” figures.
n o r n T w  Johnson Research Associate, Bureau of Business and Eco- 
mJthodnW rch' directed this project and any inquiries concerning the 
methodoiogy and availability of other pertinent data should be addressed
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TABLE 1
POPULATION ESTIMATES FOR MONTANA COUNTIES AS OF JULY 1, 1968
I960 1968
County Census Estimate
Beaverhead _________ 7,194 7,900
Big Horn____________ 10,007 10,200
Blaine_____________ _ 8,091 7,600
Broadwater _________ 2,804 2,600
Carbon__ 8,317 7,400
C arter______________ 2,493 2,000
Cascade____________ ___ 73,418 80,700
Chouteau___________ 7,348 6,400
Custer ..... 13,227 13,800
Daniels.... 3,755 3,300
Dawson ....... .................. 12,314 11,800
Deer Lodge__ 18,640 15,200
Fallon ..... 3,997 4,500
Fergus_______ _____ 14,018 13,600
Flathead __ 32,965 38,100
Gallatin ..... 26,045 29,200
Garfield... 1,981 1,900
Glacier...____ l l ’565 12'000
Golden Valley____ 1,203 1,200
Granite . 3,014 2,900
Hill . 18,653 15,400
Jefferson ... 4,297 5,100
Judith Basin __ 3,085 3,100
Lake..... 13,104 14,300
Lewis and Clark ... 28,006 32,300
Liberty 2,624 2,200
Lincoln . 12,537 17,900
Madison... 5,211 5,800







Mineral .. 3,037 3,300
Missoula _ 44,663 55,100
Musselshell . 4,888 4,000
Park .. 13,168 11,700
Petroleum . 894 800
Phillips .. 6,027 5,300
Pondera ... 7,653 6,500
Powder River ... 2,485 2,600
Powell .. 7,002 7,500
Prairie ... 2,318 2,000
Ravalli... 12,341 13,800
Richland .. 10,504 10,700
Roosevelt . 11,731 11,100
Rosebud . 6,187 6,300
Sanders „ 6,880 6,600
Sheridan 6,458 6,000
Silver Bow ... 46,454 45,700
Stillwater .. 5,526 4,800
Sweet Grass ... 3,290 3,000
Teton .. 7,295 6,000
Toole . 7,904 6,500
Treasure .. 1,345 1,200
Valley . 17,080 12,800
Wheatland ... 3,026 2,800
Wibaux .. 1,698 1,600
Yellowstone .. 79,016 81,400
Total . 674,720* 693,000
*Does not include 47 people enumerated in Yellowstone 
Park.
TABLE 2
AGE/SEX DISTRIBUTION OF MONTANA’S POPULATION ON JULY 1, 1968
Age
Group M ale Fem ale T otal
0-5 . 43,570 42,114 85,684
6-14 ... 73,680 71,930 145,610
15-19 ... 27,749 27,153 54,902
20-24 ... 24,633 23,438 48,071
25-29 . 20,375 19,787 40,162
30-34 .. 17,691 16,601 34,292
35-39 ... 18,147 17,099 35,246
40-44 ... 18,949 18,375 37,324
45-54* 37,599 38,888 76,487
Data restrictions required that this be a ten-year age 
group.
Age
G roup Male Female Total
55-59 ... 20,112 18,182 38,294
60-64 ... 15,210 13,507 28,717
65-69 ... 11,033 11,373 22,406
70-74 ... 7,359 9,052 16,411
75-79 ... 7,560 7,270 14,830
80-84 ... 4,700 4,854 9,554
85-1- 2,272 2,738 5,010
Total ... 350,639 342,361 693,000
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